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FEDERAL ELECTION COMMISSION̂
Wtahhgton, DC «M» JDH"5 ^

February 15,2008

MEMORANDUM

To:

Through:

From:

Thomasenia P. Duncan
General Counsel

PatrinaM. Clark
Stiff Director

JohnD.
Chief Compli

Joseph F. Stoltz
Assistant Stall

By:

Audh Division

Alex Boniewkz
Audit Manager

Kendrick Smith fv i
Lead Auditor

Subject: 21tt(>imiiyDemcK«ti(A05-39)-Refernd Matters

On January 31,2008, the final audit report on 21* Century E)emocrats(21CD)
was forwarded to the Commission. The final audit report includes the following matters
mat meet the criteria for referral to your office:

• Finding 1. Documentation fbr Receipts-21 CD did not m
documentation for 37.5% of contributions ftom individuals in excess of $50.

• Finding 2. Reporting of Debts and Obligations - 21CD did not report most of its
debts and obligations on Schedules D (Debt) sad Obligations) oWmg me i^
period. From just one vendor, the Audit staff identified debts and obligations
totaling $638,361 mat wen not reported, mterespoiise to tiiemterim audit
report, 21CD agreed with the Audit stiff and is reviewmg its vendVv records in
pteparatioii vut amendmg its disclosure reports^ however, no nm-ftiHiikifliiti hive
peen flroo to cute.



• Finding 4. Misstatement of Financial Activity - A companion of 21GD's
reported figures to its bank records revealed that receipts far calendar year 2004
were undentaAed by $32,308. In to response to the interim audft report, 21CD
accepted the Audft staff a recommendation and agreed to amend Ha disclosure
reports to correct the misttatement; however, no aniendmeola have been filed to
date.

All work papers and related documentation are available to review in me Audit
Division. Shodd you have any questions i^gaidiflgthu
Smith or Alex Boniewicz it 694-1200.

£J Attachment*
M Finding 1 — Documentation for Receipts
rsi Finding 2 -Rqxxting of Debts and Obligations
in Finding 4 -Misstatement of Financial Activity
rsi
5! cc: Lorenzo Holloway
Q Lawrence Carveit
on
rsi



I Finding 1. Documentation for Receipts

21CD did not tfmh|t»m mJMUfte documentation for its contributioiii fiom individuals in
excenof$50. In an attcm^ to locate the ncccsiaiyrecoi^21CD author^
staff to obtain contaliution records directiyfo^ Through Hi bank, the Audit
•faff was able to obtain some additional contribution records. Further, in iti response to
the interim audh report, 21Q) provid^ documentation The

m required records still have not been provided for 37.5% of omtributions irom individuals.
on
O Ifffsjsjl Staodaufd
™ A. Reeordkeeping. The treasurer of a poUticalcommhtoeshaU keep an acc^^
(M • All contributions received by or on behalf of such political committee;
*r • The name and address of any person who makes any contribution in excess of
^ $50, together with the date and amourt of such contribution In
JjJ addition, a full-size photocopy or digital image of each check or written

instnnnent must be maintained;
• The identification of any person who makes a contribution or contributions

aggregating more than $200 during a calendar year, together with the date and
amount of any such (Miiilnpulioii; and

• The identification of any pomlcalcomniitlee which makea a contribution,
together with the date and amount of any such contribution.
2 U.S.C. §432(c) and 1 1 CFR §102.9(aXl), (2), (3) and (4).

B. Preservation of Records. The treasurer shall preserve all records required to be kept
for 3 years after the report is filed. 2 U.S.C. §432(d).

During the inventory of 21CD records prior to the start of fieklwoik, it became apparent
to the Audit staff that a majority of contributor check copies sod doam^
card contributions had not been maintained by 21CD. Tlie receipts database provided by
21CD contained more than 150,000 contribution from indMd^
contribution records were made available to the Audit staff! Moat records maintained
appeared to be cootributions greater than or equal to $100. It srwuld be noted that while
moat contributions to 21CD were m mounts less than $50, fts recdfrts database m
that more than 13,700 contributions were greater than $50. A simple review of
contributions fiom individuals indxaded that 90% of contributors check copies were
maintained for contributions greater than $50*.

TTie Audit staff discussed uiis matter with 21CD representatives during the audit and at
the exh conference. 21CD representatives staled that moat contribution records had been

121CD's recdptt dshJbaw did not dtatbgiibh cndft ctrdcootr*utk»^aiid,bc«wne^illoflti
racit^pis wars ftoB doposto of cuiitflbuHoii chcdtit dw Audit staff inWaQy trastw all sunpte MBM •



destroyed by the vendor responsible for entering •Ucontribudons into iti main dalib^
Dttl DilCCt, foC. They rtated that tte Mily cnftei main^m^ wyry «f p^irtrftBtllPlli $100

or larger which were received directly by the committee. 21CD wu unable to provide a
vendor contract for Data Direct, Inc. to estabu^ what recc^ were luppoted to be kept

Subsequently, 21CD authorized the Audit staff to contact its bank in an attempt to obtain
copies of the missing contributor checks for the contributions included in the sample.
The bank was only able to locate and provide check copies for 58% of those
contributions2. The bank did not indicate that its search had detennined that any of these
hems were contribution made by cieft Bank

*3 representatives, using the provided dcpMhdate\mdicated they visually scanned
microfilm copies of deposits in an attempt to locate these hems. Some of these deposits

° contained hundreds of checks making the review difficult In addition, bank
ui representatives stated that no deposits were made OT some diUes indicated m21GD's
rvi contribution database. This suggests that dates were not consistentiy or accurately
^ recorded by 21CD.

(p A list ofthe sample contributions which woe not located by the bank was provided to
rsj 21CD.

Interim Audit Report Recommendation and Committee Reeponee
Hie Audit staff recommended that 21CD further attempt to locate the missing contributor
records by contacting hs bank and/or credit card processing cofflpanies and having all
ccjriM produced m the searehsertdnectiy tote Also, it was recommended
that 21CD implement practices to ensure the maintenance of receipt documentation and
provide any comments it may yet have relative to this matter.

In its response to the interim audit report, 21CD wu able to determine that some of the
missing contribution reconis were for contrib^ 21CD was also
able to trace some of these contributions to deposits. However, 21CD was unable to
provide any credit end processing records, solicitation devices, etc. for these
contributions. As such, 21CDfUled to provide the requM
card contributions.

For cciitributions made by check, 21 CD provided some supporting check copies.
However, the Audit staff had already obtained this documentation from 21 CD's bank for
iieariyaU of those contributions. In summary, the required check copies were not
provided for 12H of ccfltribuoons hi the sample that appear to have been made by check.
However, over all the required documentation was not provided for 37.SK of
contributions hi excess of $50.

1 Altfaoiiili te available docunenlatkM |H^
BMW by cradn cvd, MUM sanB)l0 ikm may 00 craw cara ooonbutioiii whicb would cocphunwliiyttio
bank could act kxaooortfibulof duck oopfas. The Audit staff cutauies that ̂ praxfanttely 14M of ill
conlrloBtioni wan DMO by cradn card.
'llOVtcoittribalionreoofdi did not afford to ^
^L— _^^_^^^A^M^ ^_^K^ AL^ J^i^K^b^^A ^B^^a^
MOT RDOsTs^bulK vva^si UslD QBDDkilBi HHslDL



In addition, 21CD's responie outlined recently implemented practices to ensure the
maintenance of receipt documentation.

I Finding 3« Reporting of Debts and ObUntions

21CD did not report moat of its debts and obligations on Schedules D (Debts and
Obligations) during the audit period. From just one vendor, the Audit staff identified
debts and obligations totaUng $638,361 that were not reported. In its response to the

w interim audit report, 21CD agreed with the Audit staff and is reviewing its vendors in
01 preparation of amending its disclosure reports.
o
rsi Legal Standard
m A. Continuous Reporting Required. A political committee must disclose the amount
~ and nature of outstanding debts and obligations until those debts are extinguished.
<? 2 U.S.C. §434(b)(8) and 11CFR $$104.3(d) and 104.11 (a).
O
&1 B. Separate Schedules. A political committee must file separate schedules for debts
™ owed by the committee and debts owed to the comrmttee, together vnth a statement

explaining the circumstances «MJ conditions *•"*!•* which each debt and obligation
was incurred or extinguished. 11 CFR §104.1 l(a).

C Itemfeiv^DebtiaBd Obligations.
• A debt of $500 or less must be reported once it has been outstanding 60 days fiorn

the date incurred (the date of the traru^ction); the conmiittee reports h on the next
regularly scheduled report.

• A debt exceeding $500 must be difdotedrntte
which the debt was incurred. 11 CFR §104.1 l(b).

During a review of 21CD'i operating expenditures, the Audft staff became aw
very limited debts and obligations had been reported d\irmg the audit period The review
indicated mat debts should have been reported for many vendors, such as OMP.Sheads,
Strategic Marketing arid Nfaimig, Data D^^ Of these vendors,
21CD only reported debts to Integral Resources. A turmer review of one of these
vendors, OMP, fmHraffftl *fcp* debts pnd obligations totahng $638,361 should have been
reported during the audit period.

The Audit staff discussed this matter with 21CD representatives at the Exit Conft
andprovioVdthemwhliaschedukoftfaeOMPdebtsriou^ They stated that the
debt reporting issues stem from fhekmoalUy repotting practice
would review this

Interim Audit Raport Raoommendsition mod Committee
The Audit staff recommended mat 21CD amend ha reports to incrade debts of $638361
to OMP. In iMMftifff, it *¥•§ rftffftinmfitiW Ihiit ?1fP rf^f**
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reputable debts and obligations, and if any such debts wot detennroed, these should
also be included in the amended report!. mhsrespoiise to the interim audh report, 21CD
accepted the Audit stiffs recommendation and •greed to amend its reports to include the
debts to OMP of $6^8^61 as weUu other vendcn to which debts were owed To date,
no amended reports have been filed.

| Finding 4. Miaatatement of Financial Activity

jjj A comparison of21CD's reported figures to its bank records revealed that receipts for
Q calendar year 2004 were misstated. 21CD had both receipts which were not reported and
rvi receipts which were reported hi error. This resuh^ ma net unoWstatement of receipts
in totaling $32,308. In its response to the interim audit report, 21CD accepted the Audit
™ ft«*P« mftnmiJMUviarinti mm* •flum^ tn mmmnA frf ^ffflofiit* t»pr%t+« to tttwrmt* 4h*

2 misstatementT
O
on Legal Standard
rsi Contents of Reports. Each report must discl

• The amount ofcash on hand at the beginning and end of the reporting period;
• llw total amoiim" of receipts for the rqxnting period and
• The total amount of disbursements for the reporting period and for the calendar

year; and
0 ^jertam transactions tbat recjuue itemization on Scnedule *^ CItemizeQ JtCeceintsii

Schedule B (Itemized Disbursements) or Scheme H^(JcMFederal/Non-federal
Activity Schedule). 2 U.S.C. {434(bXl). (2). (3). (4), md (S).

Facto and Analyaii
Tlie Audit staff reconciled 2100*8 reported activity to bank records for calendar year
2004. Thereconcilimtion revealed that reported receipts were unoCTStatcd by $^^

The net understatement of receipts resulted from the following:
• TnnsftisrhmiNofi-fedendAcco^mtsnotiepofted $179,761
• EnoneouflryieportedT^ansfinfiom Non-federal Accounts (106,448)
• Other Poured Committee Contributions nm reported 15,805
• UiiexplainedDifife

Total Net Understatement of Receipts {JUB

The Audit staff discussed mil matter wim21CH) representatives at tiie exit conference
and provided a schedule outlining the misstatmncnL 21CD representatives stated they
would further review this matter md respond appropriately.

4 ft ihouU be noted Ite thb UoaRpUned Dh^r^
receipt and deport MBO^(ie«!Jmtlatioiistp.lattdPhdiBf l,pX). Wto ISO^XKH-comribultaM nd very

21CD
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Interim Audit Report Recommendation and Committee Response
The Audit staff recommended that 21CD ameiid its reports to conect the misstatement
noted above. In itoicspome to the interim audit report, 21CD accepted the Audh staff's
recomnicndation and agreed to amend its reports to correct toe mmslatement. To date, no
amended reports have been filed.


